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Accounting  and  Information 
Management  Division 
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June  24, 1998 

The  Honorable  William  S.  Cohen 
The  Secretary  of  Defense 

Dear  Mr.  Secretary: 

With  passage  of  the  Chief  Financial  Officers  (cpo)  Act  of  1990  and  the 
Government  Management  Reform  Act  of  1994,  agencies  are  increasingly 
expected  to  implement  improved  financial  and  accounting  practices  with 
the  goal  of  producing  accurate  and  complete  information  on  their 
operations,  including  auditable  financial  statements.  Such  information  is 
critical  for  use  by  managers  and  policymakers  in  making  difficult 
decisions  as  well  as  measuring  agency  performance  and  the  full  cost  of 
government  activities  as  envisioned  by  the  Government  Performance  and 
Results  Act  of  1993.  Financial  management  personnel  are  now  required  to 
use  new  federal  accounting  standards  that  are  intended  to  provide  greater 
accountability  and  enhanced  decision-making  in  a  cost-effective  manner 
by  enhancing  existing  accounting  and  reporting  requirements.  Integrating 
these  new  accounting  standards  and  legislative  requirements  with  existing 
financial  management  practices  creates  a  challenge  for  financial  managers 
throughout  government. 

The  Department  of  Defense’s  (dod)  financial  management  systems, 
policies,  and  procedures  continue  to  be  hampered  by  significant 
weaknesses.  We  have  issued  several  reports  pointing  out  that  dod  has  not 
established  policies  nor  begun  to  implement  many  of  the  accounting 
requirements  that  were  being  phased  in  and  are  now  effective.1 
Consequently,  dod  personnel  are  now  confronting  an  enormous  financial 
management  improvement  challenge,  the  most  difficult  in  the  federal 
government.  Training  is  key  to  bringing  dod  financial  managers  up-to-date 
and  keeping  them  current  on  enhanced  accounting  standards  and 
legislative  requirements.  Technical  accounting  and  financial  training  can 
thereby  improve  the  performance  of  financial  management  personnel  so 
that  they  can  more  effectively  lead  the  department’s  efforts  to  pass  the  test 
of  a  financial  statement  audit  and  achieve  one  of  the  key  objectives  of  the 
cfo  Act. 


^gh-Risk  Series:  An  Overview  (C  v;  ;  :  >5  ! ,  February  1995),  High-Risk  Series:  Defense  Financial 

Management  ('  i  \iTT7TT:  -7  February  1997),  and  Department  of  Defense:  Financial  Audits  Highlight 
Continuing  Challenges  to  Correct  Serious  Financial  Management  Problems 
('  i  x. ‘  !>S,  April  16,  1998). 
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This  report  represents  the  culmination  of  an  effort  we  undertook  to  survey 
the  backgrounds  and  training  of  key  financial  managers,  not  only 
throughout  various  dod  component  organizations,  but  also  in  selected 
large  state  governments  and  private  sector  organizations.  This  led  to  a 
series  of  reports  that  provided  profile  information  on  the  formal 
education,  professional  work  experience,  training,  and  professional 
certifications  held  by  dod  key  financial  managers.2  We  also  recently  issued 
a  report  profiling  the  background  and  training  of  key  financial 
management  personnel  in  selected  large  state  governments  and  private 
sector  companies.3  These  key  personnel  have  had  considerable  experience 
in  operating  the  systems  and  using  the  practices  necessary  to  produce 
reliable  financial  information  to  report  to  their  taxpayers  and 
stockholders,  respectively. 

This  report  summarizes  lessons  learned  from  the  results  of  our  survey  of 
selected  large  state  governments  and  private  sector  corporations  that  dod 
could  use  to  augment  its  existing  plans  to  upgrade  the  competencies  of  its 
key  financial  managers.  The  audit  work  from  the  series  of  reports  from 
which  information  was  drawn  in  preparing  this  report  was  conducted  from 
June  1996  through  March  1998  in  accordance  with  generally  accepted 
government  auditing  standards.  Our  scope  and  methodology  are  described 
in  appendix  I.  We  requested  written  comments  on  a  draft  of  this  report 
from  the  Secretary  of  Defense  or  his  designee.  The  Under  Secretary  of 
Defense  (Comptroller)  provided  us  with  written  comments.  These 
comments  are  reprinted  in  appendix  III  and  are  discussed  in  the  “Agency 
Comments  and  Our  Evaluation”  section. 


Results  in  Brief 


A  key  lesson  learned  from  our  survey  data  is  that  many  state  government 
and  private  sector  organizations  place  a  strong  emphasis  on  training  as  a 
means  of  upgrading  workforce  knowledge  of  current  financial 
management,  accounting,  and  reporting  requirements.  On  average,  key 
financial  managers  in  the  surveyed  large  state  governments  and  private 
sector  organizations  received  31  hours  and  26  hours  of  training, 
respectively,  in  1996 — most  of  which  was  in  technical  accounting  subjects. 


2Financial  Management:  Profile  of  DOD  Comptroller/CFO  Financial  Managers  Q  i  .V  '•  A  J  \  »  j : 1  , 

June  27, 1997),  Financial  Management:  Profile  of  Air  Force  Financial  Managers  0  '  *i.V» » i, 

November  28, 1997)7  financial  Management:  Profile  of  Army  financial  Managers  (<  ■  \!  v ! : 

February  25, 1998),  Financial  Management:  Profile  of  Navy  and  Marine  Corps  Financial  Managers 
•:  A*  '.•!  •,  April  15,  1998),  and  Financial  Management:  Profile  of  Defense  Finance  and 

Accounting  Service  Financial  Managers  (> ;  ^  \»  *;» » ■>;  May  28,  1998). 

3Financial  Management:  Profile  of  Financial  Personnel  in  Large  Private  Sector  Corporations  and  State 
Governments  p ri  7  \  ?.M  j 1  '.h  • ! !,  January  2,  1998). 
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Some  of  the  surveyed  organizations  had  established  training  requirements 
for  their  financial  personnel.  Also,  several  organizations  noted  that  their 
programs  were  designed,  in  part,  in  recognition  of  the  training 
requirements  that  existed  for  employees  holding  professional 
certifications. 

These  approaches  may  be  useful  to  dod  in  addressing  its  financial 
management  problems.  Over  half  of  the  key  dod  financial  managers  we 
surveyed — who  all  held  leadership  positions  throughout  dod’s  network  of 
financial  organizations — had  received  no  financial-  or  accounting-related 
training  during  1995  and  1996.  These  key  personnel  face  the  challenge  of 
leading  dod’s  efforts  to  produce  reliable  financial  data  (1)  throughout  a 
large  and  complex  dod  organization  with  acknowledged  difficult  financial 
deficiencies  and  (2)  that  build  upon  existing  requirements  to  include 
recent,  more  comprehensive  accounting  standards  and  federal  financial 
management  system  requirements.  In  addition,  full  implementation  of  the 
Government  Performance  and  Results  Act  will  require  dod  financial 
personnel  to  provide  information  on  cost  data  associated  with  the 
department’s  program  results.  Technical  financial-  and  accounting-related 
training  to  supplement  on-the-job  experiences  of  dod’s  key  financial 
managers  is  critical  to  ensuring  that  such  accurate  financial  data  are 
available. 

The  Secretary  of  Defense  has  stated  in  a  recent  major  reform  initiative  that 
while  the  department  is  a  world-class  organization,  it  is  rendering 
second-rate  education,  training,  and  professional  development  to  its 
civilian  employees.  He  added  that  dod  must  aspire  to  world-class 
educational  standards.  Each  of  the  military  services  has  or  is  planning 
programs  to  enhance  the  skills  and  competencies  of  their  respective 
financial  managers.  Moreover,  the  Defense  Finance  and  Accounting 
Service  (dfas)  is  developing  a  plan  intended  to  identify  the  kinds  of  skills 
and  developmental  activities  dfas  financial  personnel  need  to  improve 
their  competencies.  However,  the  dfas  plan  does  not  yet  address  (1)  how 
the  competencies  will  be  applied  to  key  financial  managers  throughout 
dod,  (2)  a  specific  curriculum  supporting  the  competencies,  (3)  minimum 
training  requirements  for  key  financial  personnel,  and  (4)  how 
accountability  will  be  established  to  ensure  that  the  plan  is  effectively 
implemented.  In  addition,  dod  has  not  yet  established  a  departmentwide 
focus  with  accountability  to  ensure  that  efforts  to  improve  dod’s  financial 
managers’  training  are  effectively  coordinated  with  the  Secretary’s  broader 
training  reform  initiative. 
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Background 

Key  dod  financial  managers  face  considerable  challenges  in  addressing 

•  the  financial  management  needs  of  a  dod  organization  that  is  without 
parallel  in  the  size,  diversity,  and  complexity  of  its  operations; 

•  repeated  audit  findings  that  deficiencies  in  personnel  experience  or 
competencies  are  a  major  contributor  to  dod’s  continuing  financial 
deficiencies;  and 

•  existing  and  enhanced  accounting  requirements  that  must  be  implemented 
throughout  dod. 

Implementing  Effective 
Financial  Practices  Across 
DOD  Is  a  Daunting 
Challenge 


dod’s  financial  managers  are  responsible  for  managing  the  financial 
operations  of  one  of  the  largest  and  most  complex  entities  in  the 
world — over  $1  trillion  in  reported  assets,  3  million  military  and  civilian 
personnel,  and  outlays  of  about  $260  billion  for  fiscal  year  1997.  It  has 
acknowledged  responsibility  for  the  world’s  largest  dedicated 
infrastructure,  reporting  that  its  physical  plant  has  an  estimated  value  of 
about  $500  billion.  In  addition,  based  on  data  provided  by  dod,  the 
department  has  a  network  of  approximately  32,000  financial  management 
personnel,  including  the  positions  held  by  the  1,409  key  financial  managers 
responding  to  our  prior  surveys.  These  1,409  financial  management 
positions  are  assigned  not  only  to  the  Office  of  the  dod  cpo  (the  Under 
Secretary  of  Defense  (Comptroller))  and  to  dfas — the  dod  “accounting 
firm,”  but  also  to  financial  or  budget  components  in  the  military  services. 
Adding  to  the  difficulty  of  carrying  out  financial  operations  in  dod  is  the 
continuing  effort  to  downsize  its  operations. 


dod  has  a  vast  number  of  financial  management  systems.4  In  its  1997 
report  to  the  Office  of  Management  and  Budget  (omb),  dod  reported  that  it 
had  156  financial  management  systems.  However,  as  we  reported,5  dod 
relies  on  a  significant  number  of  other  financial  management  systems  and 
processes  operated  by  dod  entities  outside  the  dod  Comptroller’s 
organization,  such  as  acquisition,  logistics,  and  personnel,  that  provide 
financial  data  to  dod’s  accounting  systems.  These  “mixed”  systems  are  part 
of  the  financial  systems  network  at  dod.  Further  exacerbating  the  task  of 
dod  financial  personnel  operating  with  such  a  large  network  of  systems 


^Office  of  Management  and  Budget  Circular  A- 127,  Joint  Financial  Management  Improvement  Program 
system  requirements,  and  the  Federal  Financial  Management  Improvement  Act  of  1996  define  financial 
management  systems  to  include  the  financial  systems  and  the  financial  portion  of  mixed  systems 
necessary  to  support  financial  management.  A  mixed  system  is  defined  as  an  information  system  that 
supports  both  financial  and  nonfinancial  functions  of  the  federal  government  or  its  components. 

nFinancial  Management:  DOD  Inventory  of  Financial  Management  Systems  Is  Incomplete 
(•TVi'VM'ID'.V  i:*,  January 31, 1997). - 
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Personnel  Experience  and 
Competencies  Contribute 
to  Continuing  Problems 


are  the  systems’  seriously  deficient  processes  and  controls.  For  example, 
the  dod  Inspector  General  recently  concluded,  in  part,  that  dod’s  financial 
management  systems  did  not  comply  with  federal  accounting  standards. 

The  diversity,  complexity,  and  size  of  even  the  largest  private  sector 
corporations  pale  in  comparison  to  dod.  For  example,  the  company  that 
ranked  first  in  Fortune's  April  1998  list  of  the  500  largest  companies 
showed  assets  of  about  $230  billion,  less  than  25  percent  of  dod's  reported 
assets  for  fiscal  year  1997.  The  1995  revenues  of  the  largest  of  the  Fortune 
100  corporations  responding  to  our  recent  study  on  financial  managers 
were  about  $80  billion  and  the  1993  revenues  of  the  largest  state 
responding  to  that  same  study  were  about  $1 10  billion. 

In  contrast  to  the  largely  deficient  financial  network  with  which  dod’s 
financial  personnel  have  been  hamstrung  for  decades,  effective, 
disciplined  financial  operations  have  been  in  place  in  the  private  sector 
and  state  governments  for  many  years.  Specifically,  the  disciplined 
process  required  to  generate  reliable,  accurate  financial  data  has  been  in 
place  in  the  private  sector  for  over  60  years  following  the  1929  stock 
market  crash.  In  state  governments,  this  disciplined  process  was  enhanced 
by  the  passage  of  the  Single  Audit  Act  of  1984.  In  comparison,  former 
Secretary  of  Defense  William  J.  Perry  stated  in  the  1995  Annual  Report  to 
the  President  and  the  Congress  that  the  department's  manifold  financial 
management  failures  reflect  a  complex,  multifaceted,  and  antiquated 
bureaucratic  organization  structure. 


The  size  and  complexity  of  dod’s  financial  organization  notwithstanding, 
audit  reports  over  the  past  few  years  have  cited  personnel  deficiencies, 
such  as  the  lack  of  accounting  experience  or  competencies,  and 
inadequate  training,  as  one  of  the  causes  of  dod's  serious  financial 
management  deficiencies.  For  example,  in  our  March  1996  report6  on  the 
results  of  our  financial  review  of  the  Navy,  we  recommended  that  the  Navy 
and  dfas  take  action  to  upgrade  the  experience  of  financial  managers.  In 
this  regard,  we  cited  numerous  examples  of  Navy  and  dfas  personnel  not 
performing  routine  required  reconciliations  or  investigating  and  resolving 
unusual  trends  in  large  year-to-year  account  balance  variations.  More 


6CFO  Act  Financial  Audits:  Increased  Attention  Must  Be  Given  to  Preparing  Navy’s  Financial  Reports 
d I V 7  \ !  •  il  f  ,  "V  V,  March  27, 1996). 
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recently,  in  October  1997, 7  in  the  course  of  its  work  on  the  department’s 
working  capital  funds,  which  are  intended  to  operate  on  a  businesslike 
basis,  the  dod  Inspector  General  noted  continuing  pervasive  weaknesses 
in  the  personnel  area,  including  incomplete  or  no  training,  insufficient 
management  oversight,  and  an  inability  to  respond  to  a  rapidly  changing 
accounting  environment.  The  Inspector  General  also  pointed  out  the 
critical  link  between  training  and  the  successful  introduction  and  use  of 
new  accounting  systems.  In  addition,  the  dod  Inspector  General  reported  a 
widespread  failure  of  accounting  personnel  to  understand  basic 
accounting  theories  and  principles  that  support  transaction  entries. 


Recent  Legislative 
Initiatives  and  Enhanced 
Accounting  Standards 
Increase  Challenge 


The  key  legislative  initiatives  affecting  financial  reform  efforts  in  dod  and 
other  federal  agencies  include  the  following. 

Chief  Financial  Officers  Act  of  1990  and  Government  Management  Reform 
Act  of  1994  (gmra).  Together,  these  acts  charge  the  dod  cfo  with,  among 
other  things,  (1)  directing,  managing,  and  providing  policy  guidance  and 
oversight  of  all  agency  financial  management  personnel,  activities,  and 
operations  and  (2)  overseeing  the  recruitment,  selection,  and  training  of 
personnel  to  carry  out  agency  financial  management  functions.  Under  this 
legislative  mandate,  dod  is  to  annually  prepare  and  have  audited  DOD-wide 
and  major  component — including  Army,  Navy,  and  Air  Force — financial 
statements,  beginning  with  fiscal  year  1996.  The  auditors’  reports  provide 
an  annual  public  scorecard  to  measure  agencies’  progress  in  improving 
financial  management. 

Government  Performance  and  Results  Act  of  1993  (gpra  or  “the  Results 
Act”).  The  Results  Act  is  intended  to  improve  the  efficiency  and 
effectiveness  of  federal  programs  by  establishing  a  system  to  set  goals  for 
program  performance  and  to  measure  results.  To  the  extent  that  dod 
measures  the  efficiency  of  its  operations,  such  measures  are  dependent 
upon  accurate  cost  information. 

Federal  Financial  Management  Improvement  Act  of  1996  (ffmia).  This  act 
provides  a  legislative  requirement  to  implement  and  maintain  financial 
management  systems  that  substantially  comply  with  federal  financial 
management  systems  requirements,  applicable  federal  accounting 
standards,  and  the  standard  general  ledger.  In  meeting  these  requirements, 
dod  will  be  required  to  implement  new,  evolving  accounting  standards,  as 
discussed  below,  as  well  as  the  federal  financial  management  system 
requirements  established  by  the  Joint  Financial  Management  Improvement 


7A  Status  Report  on  the  Major  Accounting  and  Management  Control  Deficiencies  in  the  Defense 
business  Operations  htind  for  h'Y  190(3,  Audit  Report  of  the  Office  of  the  inspector  General, 
Department  of  Defense  (Report  No.  98-002,  October  3, 1997). 
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Program  (jfmip).8  dod  financial  management  personnel  face  a  considerable 
challenge  in  meeting  the  act’s  provisions  because  few  of  dod’s  systems 
meet  federal  financial  management  systems  requirements  and  dod  has  not 
yet  comprehensively  identified  and  assessed  all  of  its  financial 
management  systems. 

Another  critical  challenge  for  dod’s  financial  management  personnel  is  the 
recently  issued  accounting  standards — which  represent  enhancements  to 
previous  standards — t  hat,  are  currently  being  implemented  (see  appendix 
II  for  a  listing  of  the  standards).9  If  properly  implemented,  these  standards 
will  provide  the  impetus  not  only  for  the  department  to  improve  its 
financial  management  operations  and  reporting,  but  also  to  strengthen  its 
ability  to  meet  critical  mission  objectives  because  more  accurate 
information  will  be  provided  to  decisionmakers. 

Neither  dod  nor  the  military  services  have  been  able  to  withstand  the 
scrutiny  of  a  financial  statement  audit.  In  its  disclaimer  of  opinion  on  dod’s 
consolidated  financial  statements  for  fiscal  year  1997,  the  dod  Inspector 
General  stated  that  although  progress  continues,  significant  deficiencies  in 
the  accounting  systems  and  the  lack  of  sound  internal  controls  prevented 
the  preparation  of  accurate  financial  statements.  In  addition,  the  Inspector 
General  stated  that  the  accounting  data  were  not  reliable  and  the  dod 
Inspector  General  was  unable  to  satisfy  itself  that  the  data  were  accurate 
and  complete. 


Well-Trained 
Personnel  Are  Critical 
to  Effective  Financial 
Management 


Only  about  half  of  the  dod  key  financial  managers  responding  to  our 
surveys  had  taken  any  accounting  or  other  technical  training  related  to 
their  career  fields  in  the  2  years  we  reviewed.  Moreover,  dod  has  not 
established  an  annual  training  requirement  for  its  financial  management 
personnel.  More  than  three-fourths  of  the  state  government  and  private 
sector  company  respondents  to  our  survey  said  that  they  encouraged  their 
financial  managers  to  take  training.  It  is  also  noteworthy  that  several  of 
the  state  government  and  private  sector  respondents  indicated  that  they 


aJFMIP  is  a  joint  and  cooperative  undertaking  of  the  Office  of  Management  and  Budget,  the  General 
Accounting  Office,  the  Department  of  the  Treasury,  and  the  Office  of  Personnel  Management  to 
improve  and  coordinate  financial  management  policies  and  practices  throughout  the  government. 

flThese  standards  are  the  result  of  the  establishment  of  the  Federal  Accounting  Standards  Advisory 
Board  (FASAB)  in  October  1990.  Using  a  due  process  and  consensus  building  approach,  the 
nine-member  Board,  which  has  since  its  formation  included  a  member  from  DOD,  recommends 
accounting  standards  for  die  federal  government.  Once  FASAB  recommends  accounting  standards,  the 
Secretary  of  the  Treasury,  the  Director  of  the  Office  of  Management  and  Budget,  and  the  Comptroller 
General  decide  whether  to  adopt  the  recommended  standards.  If  they  are  adopted,  the  standards  are 
published  by  OMB  and  GAO  and  include  a  specified  effective  date. 
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had  designed  their  training  programs,  in  part,  in  recognition  of  the  training 
requirements  that  existed  for  holders  of  professional  certifications.  In 
addition,  some  state  government  and  private  sector  company  respondents 
had  established  annual  training  requirements  for  their  financial  managers. 


Many  Key  DOD  Financial 
Managers  Received  No 
Accounting  and  Financial 
Training 


Our  recent  studies  showed  that  53  percent  of  dod’s  key  financial  managers 
responding  to  our  survey  did  not  receive  any  accounting  or  financial 
training  during  calendar  years  1995  and  1996,  the  2-year  period  covered  by 
our  survey.  As  shown  in  appendix  II,  seven  of  the  eight  new  federal 
financial  accounting  standards  were  issued  either  prior  to  or  during  that 
2-year  span.  Furthermore,  as  discussed  previously,  the  Federal  Financial 
Management  Improvement  Act,  which  has  major  implications  for  financial 
managers,  was  passed  in  1996.  If  dod  is  to  fully  and  effectively  implement 
this  legislation,  its  financial  personnel  must  keep  abreast  of  existing  and 
evolving  technical  federal  financial  management  system  requirements. 


As  table  1  shows,  32  percent  of  dod  financial  managers  received  only 
general  training,  which  included  topics  such  as  computers  and 
supervision.  Moreover,  an  additional  21  percent  of  dod  respondents  did 
not  receive  any  training  during  1995  and  1996. 


Table  1:  Training  Reported  by  DOD 
Financial  Managers  as  Being 
Completed  During  1995  and  1996 


Type  of  training 

Percent  reporting 

Accounting  only 

3 

Finance  only 

3 

Combination  of  two  or  more  of  the  following:  accounting, 
finance,  and  general  (see  note) 

41 

General  only 

32 

No  training 

21 

Note:  General  training  includes  training  courses  in  such  topics  as  computer  operations  and 
supervision. 

Source:  GAO  analysis  of  questionnaire  results. 


Nearly  75  percent  and  90  percent  of  state  government  and  private  sector 
respondents,  respectively,  commented  that  they  encouraged  their 
employees  to  obtain  training.  Some  of  these  state  government  and  private 
sector  respondents  had  established  training  requirements  for  their 
financial  managers.  In  addition,  several  organizations  noted  that  their 
programs  were  designed,  in  part,  in  recognition  of  the  training 
requirements  that  existed  for  holders  of  professional  certifications.  For 
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example,  to  keep  a  Certified  Public  Accountant  (cpa)  certificate  current, 

46  of  50  states  require  individuals  to  annually  obtain  at  least  40  hours  of 
technical  training.  Among  state  government  and  private  sector 
respondents,  31  percent  and  29  percent,  respectively,  reported  having  a 
professional  certification  (26  percent  of  the  dod  respondents  held  at  least 
one  certification).10 

About  a  third  (33  percent)  of  the  state  governments  we  surveyed  had 
specific  financial  management  training  requirements.  Those  states  with 
such  requirements  had,  on  average,  36  hours  of  training  required  in  1996, 
including  26  hours  in  technical  accounting  training.  Similarly,  about  a  third 
(35  percent)  of  the  private  sector  companies  had  specific  financial 
management  training  requirements.  Those  respondents  had,  on  average,  31 
total  hours  of  required  training  in  1996,  including  18  hours  in  technical 
accounting. 


Training  Was  a  Focus 
of  Efforts  to  Enhance 
Audit  and  Acquisition 
Workforce 
Professionalism 


In  order  to  equip  employees  to  deal  with  rapidly  changing  management 
and  business  practices  and  requirements,  the  government  has  put  in  place 
specific  training  requirements  intended  to  enhance  the  professionalism  of 
other  disciplines.  For  example,  government  auditors,  including  those  at 
dod,  are  subject  to  Government  Auditing  Standards,  which  require  all  audit 
organizations  to  have  a  program  to  ensure  that  their  personnel  maintain 
professional  proficiency  through  continuing  education  and  training.  Under 
these  requirements,  each  auditor  responsible  for  planning,  directing, 
conducting,  or  reporting  on  audits  must  complete,  every  2  years,  at  least 
80  hours  of  continuing  education  and  technical  training  in  subjects  that 
contribute  to  the  auditor’s  professional  proficiency. 


Similarly,  dod’s  acquisition  community  is  instituting  a  continuous  learning 
policy  to  enhance  the  existing  certification  program  for  the  department’s 


inThese  certifications  were  primarily  the  CPA  and  Certified  Government  Financial  Manager  (CGFM). 
Like  the  CPA  requirement  for  annual  training,  the  CGFM  has  a  continuing  education  and  training 
requirement  of  80  hours  every  2  years. 

The  CPA  certification  program  has  existed  since  1917.  State  organizations  administer  this  program, 
awarding  the  certificate  based  on  the  applicant’s  formal  education,  professional  work  experience,  and 
successful  completion  of  a  comprehensive  examination  developed  by  the  American  Institute  of 
Certified  Public  Accountants. 

The  CGFM  program  was  initiated  by  the  Association  of  Government  Accountants  in  July  1994.  Until 
June  30, 1996,  the  certificate  was  awarded  based  on  an  evaluation  of  an  applicant’s  formal  education 
and  professional  work  experience  in  government  financial  management.  Future  certifications  will 
require,  in  addition,  the  successful  completion  of  three  comprehensive  examinations  covering  (1)  the 
governmental  environment,  (2)  governmental  accounting,  financial  reporting,  and  budgeting,  and 
(3)  governmental  financial  management  and  control. 
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acquisition  workforce.  The  challenge  facing  dod’s  acquisition  community 
is  similar  to  that  facing  its  financial  management  personnel.  For  example, 
in  justifying  changes  in  the  training  provided  to  dod’s  acquisition 
workforce,  the  Under  Secretary  of  Defense  (Acquisition  &  Technology) 
stated  that 


“dod’s  acquisition  specialists . . .  are  challenged  today  as  never  before  by  the  rapidly 
changing  environment  in  which  they  must  function.  The  pace  of  efforts  to  reform  basic 
acquisition  systems,  reengineer  federal  operations,  and  replace  traditional  management 
structures  with  teams  and  matrixed  organizations,  coupled  with  downsizing  and  the 
information  technology  revolution,  has  resulted  in  continuously  evolving  work 
environments  and  requirements.  To  meet  performance  expectations  in  such  environments, 
acquisition  personnel  must  be  current  with  reforms  and  trends,  adaptable,  flexible,  and 
willing  to  learn  new  skills.” 

In  response  to  the  Defense  Acquisition  Workforce  Improvement  Act  of 
1991,  dod  is  implementing  a  new  policy  requiring  acquisition  professionals 
to  participate  in  continuous  learning  activities  that  enhance  and 
supplement  the  minimum  standards  for  their  career  fields  and  specific 
acquisition  assignments.  The  intent  of  this  initiative  was  to  help  ensure 
that  dod’s  acquisition  workforce  maintains  currency  in  acquisition  reforms 
and  disciplinary  and  functional  specialties,  while  developing 
multifunctional  technical  and  leadership  skills.  Under  this  program, 
personnel  must  earn  the  equivalent  of  a  minimum  of  80  continuing 
professional  education  hours  every  2  years  by  participating  in  a  variety  of 
activities,  including  functional,  technical,  or  leadership  training;  academic 
course  work;  experiential  and  developmental  assignments;  and 
professional  activities  related  to  their  functional  areas.  In  meeting  the 
requirements  for  this  program,  emphasis  is  to  be  placed  on  maintaining 
currency  in  acquisition  functional  areas,  acquisition  reform  subjects,  other 
emerging  acquisition  policy  areas,  and  the  individual’s  own  basic 
discipline  or  technical  field. 


Efforts  Underway  by 
DOD  to  Improve  Its 
Financial 
Management 
Workforce 


The  Secretary  of  Defense  recently  recognized  the  importance  of  upgrading 
training  for  the  civilian  workforce  across  all  disciplines  in  dod.  In  his  1997 
“Defense  Reform  Initiative:  The  Business  Strategy  for  Defense  in  the  21st 
Century,”  Secretary  of  Defense  Cohen  stated  that  dod  considers  itself  to  be 
a  world-class  organization  despite  rendering  second-rate  education, 
training,  and  professional  development  to  its  civilian  employees.  He  added 
that  among  the  lessons  learned  from  corporate  America  is  that  every 
successful  organization  finds  its  people  to  be  its  most  important  asset,  and 
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reflects  their  importance  in  a  strong,  corporate-sponsored  program  of 
continuous  training  and  professional  development.  He  also  stated  that  dod 
must  aspire  to  world-class  educational  standards. 

The  Secretary  stated  that  the  department  will  establish  a  Chancellor  for 
Education  and  Professional  Development.  The  Chancellor  will  be 
responsible  for  developing  and  administering  a  coordinated  program  of 
civilian  professional  education  and  training  throughout  the  department; 
establishing  standards  for  academic  quality;  eliminating  duplicative  or 
unnecessary  programs  and  curriculum  development  efforts;  and  ensuring 
that  dod  education  and  training  responds  to  valid  needs,  competency 
requirements,  and  career  development  patterns.  He  added  that  the 
Chancellor  will  be  responsible  for  operating  through  a  consortium  of  dod 
institutions  offering  programs  of  professional  development,  which  is 
similar  to  the  approach  in  the  defense  acquisition  area. 

Under  the  Secretary’s  recent  reform  initiative,  the  dod  Chancellor  for 
Education  and  Professional  Development  will  have  overall  responsibility 
for  overseeing  training  of  all  dod  civilian  personnel.  Under  the  cfo  Act  and 
related  omb  guidance,  agency  cfos  are  to  “direct,  manage,  and  provide 
policy  guidance  and  oversight  of  agency  financial  management  personnel 
. . .  including . . .  the  recruitment,  selection,  and  training  of  personnel  to 
carry  out  agency  financial  management  functions . . .”  and  should  have  the 
authority  to  provide  agencywide  policy  advice  on  the  training  of  all 
financial  management  personnel  to  ensure  a  cadre  of  qualified  financial 
management  professionals  throughout  the  agency.  In  line  with  this 
mandate,  the  dod  cfo  would  be  the  focal  point  to  coordinate  with  the  dod 
Chancellor  for  Education  and  Professional  Development  on  training  needs 
for  dod’s  large  network  of  financial  personnel  (both  civilian  and  military 
personnel).  Although  dod  has  not  yet  established  a  coordinated 
agencywide  training  program  for  its  financial  management  personnel, 
there  are  a  number  of  initiatives  planned  or  underway  throughout  dod  that 
are  intended  to  enhance  the  professionalism  of  the  financial  management 
workforce.  For  example,  dfas  officials  informed  us  that  beginning  with 
fiscal  year  1997  they  have  centralized  control  over  training  funds  at  dfas 
headquarters  and  have  allocated  3  percent  of  its  budget11  for  training  its 
financial  management  staff — an  amount  within  the  range  of  that  spent  for 
training  reported  by  state  government  and  private  sector  respondents.  It  is 
particularly  encouraging  that  dfas  is  currently  finalizing  a  Financial 
Management  Career  Development  Plan  for  its  employees  that  outlines 
areas  of  needed  expertise  by  occupational  series. 


nThe  allocated  amount  equals  3  percent  of  the  salaries  and  benefits  for  financial  management  staff. 
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dfas  plans  to  implement  this  “comprehensive  framework  to  establish 
flexibility,  development,  and  advancement  of  the  dfas  workforce”  during 
fiscal  year  1998.  The  plan  calls  for  job  series-specific  competencies  and 
recognizes  that  these  competencies  may  be  obtained  through  a 
combination  of  education,  training,  and  work  experiences.12  According  to 
dfas,  a  number  of  sources  were  considered  in  developing  these 
competencies,  including  prior  studies  by  jfmip  and  the  Office  of  Personnel 
Management.  In  addition,  according  to  a  dfas  training  official,  dfas 
contracted  with  the  Office  of  Personnel  Management  to  obtain  assistance 
in  developing  the  overall  career  development  concept  and  in  obtaining 
data  on  core  competencies  related  to  dfas  job  functions.  Within  the  plan, 
dfas  recognized  the  value  of  professional  certifications  to  workers  as  a 
means  of  achieving  expertise  and  excellence  in  their  fields  and  as  a  means 
of  encouraging  employees  to  continue  their  education  and  hone  their 
professional  skills. 

The  plan  represents  a  good  start — it  demonstrates  a  growing  dfas 
understanding  of  the  importance  of  and  commitment  to  training.  But,  the 
plan  could  be  improved  in  several  critical  areas.  For  example,  the  plan 
does  not  specifically  address 

•  minimum  annual  training  requirements,  including  a  recognition  that  the 
majority  of  the  training  must  be  in  technical  accounting  or  other  related 
financial  management  areas; 

•  the  key  competencies  associated  with  knowledge  of  accounting  concepts, 
such  as  the  statements  of  federal  accounting  standards,  and  jfmip’s 
systems  requirements; 

•  how  the  general  courses/subject  areas  will  be  linked  to  specific  training 
courses  that  can  be  used  to  attain  an  identified  competency;  and 

•  how  the  competencies  and  developmental  activities  identified  will  be 
applied  to  both  new  hires  and  individuals  currently  on-board  by  job  series 
and  grade  level. 

Financial  management  personnel  in  the  military  services  will  not  be 
subject  to  the  dfas  plan;  although,  according  to  dfas  training  officials,  dfas 
financial  management  courses  will  eventually  be  available  to  financial 
management  personnel  in  the  military  services.  In  addition,  officials  from 
each  military  service  told  us  that  they  have  or  are  developing  their  own 
individual  programs  for  their  respective  financial  managers.  The  military 


12The  financial  management  series  included  in  the  plan  are  GS-510  accounting,  GS-511  auditing,  GS-501 
financial  administration  and  program,  and  GS-560  budget  analysis.  Other  series-specific  groupings  are 
administrative  financial  management  support,  information  management  technology,  human  resources 
management,  professional  management  support,  administrative  support,  legal,  and  contracting. 
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services’  efforts  to  improve  the  skills  of  their  financial  management 
personnel  include  (1)  an  Air  Force  professional  development  guide  for  its 
financial  management  and  comptroller  officers,  which  provides 
information  on  career  broadening,  formal  training,  and  professional 
development,  (2)  an  Army  initiative  intended  to  improve  its  personnel 
capabilities  with  respect  to  information  technology,  workforce 
effectiveness,  financial  management  tools,  funds  management,  and 
resource  management,  and  (3)  a  Navy  effort  to  revise  its  training  program 
for  its  civilian  financial  management  workforce  to  address  financial 
management  competencies.  However,  according  to  military  service 
officials,  these  planned  or  ongoing  initiatives  to  enhance  the  military 
services’  financial  management  personnel  do  not  yet  include  requirements 
for  a  structured,  formalized  training  program  with  an  annual  training 
requirement  for  financial  managers  or  for  consideration  of  professional 
certifications  as  a  means  of  ensuring  continual  training. 

However  well-intentioned  the  dfas  and  military  plans  for  upgrading  their 
key  financial  management  personnel,  they  do  not  provide  the 
departmentwide  perspective  called  for  by  the  Secretary’s  reform  initiative 
or  in  the  cfo  Act.  The  department  has  not  yet  named  a  Chancellor  for 
Education  and  Professional  Development.  Such  departmentwide  focus 
and  accountability  for  overseeing  the  development  and  implementation  of 
a  comprehensive  training  program  for  dod’s  financial  personnel,  along 
with  personnel  in  other  disciplines,  is  critical  if  dod  is  to  avoid  potential 
duplication  and  ensure  proper  coordination  among  all  training  and 
professional  development  programs. 


Conclusions 


We  are  encouraged  by  the  recognition  of  the  importance  of  training  for 
civilian  personnel  across  all  professional  disciplines  in  the  department  and 
for  dod’s  financial  community,  in  particular.  Various  dod  organizations 
have  initiatives  planned  or  underway  that  are  intended  to  enhance  their 
financial  management  training  programs. 

When  appointed,  the  dod  Chancellor  for  Education  and  Professional 
Development  must  work  closely  with  the  dod  cfo,  as  the  designated  focal 
point  under  the  cfo  Act  for  the  department’s  financial  personnel  and 
associated  financial  training,  to  ensure  the  implementation  of  a 
comprehensive,  coordinated  training  program  for  financial  management 
personnel  throughout  the  department.  By  building  into  these  efforts  the 
lessons  learned  from  state  government  and  private  sector  entities’ 
experiences,  dod  can  better  move  toward  developing  and  maintaining  a 
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well-trained,  experienced,  and  innovative  cadre  of  financial  managers. 
Such  a  well-trained  cadre  will  be  necessary  if  the  department  is  to  address 
its  decades-old  legacy  of  deeply  entrenched,  serious  financial  weaknesses. 


Recommendations 


We  recommend  that  the  Secretary  of  Defense  ensure  that  the  Under 
Secretary  of  Defense  (Comptroller)  and  the  Director  of  dfas  modify  the 
dfas  Financial  Management  Career  Development  Plan  to  include  the 
following. 

Minimum  annual  training  requirements,  the  majority  of  which  should  be  in 
technical  accounting  or  related  financial  management  training  courses. 
Key  competencies  associated  with  knowledge  of  accounting  concepts, 
such  as  the  Statements  of  Federal  Financial  Accounting  Standards,  and 
jfmip’s  systems  requirements  for  all  dod  financial  management  job  series. 

A  specific  curriculum  that  provides  a  linkage  between  general  courses 
and/or  subject  areas  to  specific  training  courses  that  can  be  used  to  attain 
an  identified  competency. 

Procedures  to  ensure  that  both  new  hires  and  current  financial 
management  staff  attain  relevant  competencies. 

In  addition,  we  recommend  that  the  Secretary  of  Defense  ensure  that  the 
Under  Secretary  of  Defense  (Comptroller)  develop  and  implement  a 
formalized,  structured  training  program  for  financial  management 
personnel  throughout  the  department  that  takes  into  account  the  dfas 
Financial  Management  Career  Development  Plan  and  those  initiatives  that 
are  either  underway  or  planned  in  the  military  services.  This  program 
should  be  developed  in  coryunction  with  the  dod  Chancellor  for  Education 
and  Professional  Development. 


Agency  Comments 
and  Our  Evaluation 


In  written  comments  on  a  draft  of  this  report,  dod  agreed  with  the  general 
conclusion  presented  in  the  report  regarding  providing  a  strong  emphasis 
on  training  as  a  means  of  upgrading  workforce  knowledge  of  current 
financial  management,  accounting,  and  reporting  requirements.  However, 
dod  did  not  fully  agree  with  our  recommendations  regarding  minimum 
annual  training  requirements  and  a  formalized,  structured  training 
program  for  financial  management  personnel  throughout  dod. 

In  regard  to  our  first  recommendation  that  the  dfas  Financial  Management 
Career  Development  Plan  be  modified  to  include  minimum  annual  training 
requirements,  dod  suggested  that  requirements  be  changed  to  goals.  In 


Page  14 


GAO/AIMD-98-126  Training  of  DOD  Financial  Managers 


B-279753 


support  of  this  modification,  dod  stated  that  factors  such  as  a  lack  of 
training  funds  can  impede  an  employee’s  ability  to  attain  all  required 
training  within  a  specified  period. 

We  continue  to  recommend  that  minimum  training  requirements  be 
established.  Given  the  poor  training  record  of  dod  financial  managers  in 
the  past — as  we  reported,  53  percent  of  our  survey  respondents  had 
received  no  accounting  or  financial  training  over  a  2-year  period — and  the 
range  of  new  accounting  and  systems  issues  to  be  mastered,  it  is 
imperative  that  training  requirements  be  established  as  soon  as  possible. 
Without  stated  minimum  requirements  and  the  strong  commitment  to 
training  that  they  would  represent,  it  is  unlikely  that  the  objectives  of  dfas’ 
Career  Development  Plan  will  be  achieved.  Furthermore,  if  the  department 
is  committed  to  providing  training  and  enhancing  the  quality  of  its 
financial  management  workforce,  adequate  funding  will  be  made  available 
for  training. 

dod  also  stated  that  tracking  achievement  of  required  training  would  be 
extremely  difficult  to  implement.  We  disagree  with  dod’s  position.  Some 
level  of  tracking  is  obviously  necessary  to  monitor  staff  progress  in 
meeting  the  requirements;  however,  developing  and  implementing  a 
tracking  system  need  not  be  a  difficult  task.  For  example,  in  the 
acquisition  community,  the  planned  tracking  is  the  responsibility  of  the 
approximately  100,000  acquisition  employees  and  their  supervisors. 

Central  management  oversight  tracking  is  being  planned  at  the  component 
level  (about  50  components  throughout  dod  have  acquisition  personnel), 
not  at  the  individual  level.  For  dod  Inspector  General  audit  staff, 
fulfillment  of  training  requirements  is  monitored  centrally  and  periodic 
reports  are  provided  to  staff  and  supervisors  which  show  the  status  of 
training  received  at  that  point  in  the  2-year  period. 

Also,  although  dod’s  response  refers  to  the  difficulty  in  levying  penalties 
for  employees  not  meeting  annual  training  requirements,  our 
recommendation  does  not  call  for  dod  to  levy  penalties.  The  overall 
purpose  of  these  recommended  requirements  is  not  to  penalize  staff  or  to 
create  an  adversarial  relationship  between  the  employee,  the  supervisor, 
and  the  organization,  as  dod’s  response  implies.  Rather,  the  purpose  is  to 
ensure  that  as  many  financial  managers  as  possible  are  provided  the 
up-to-date,  technical  training  they  need  to  carry  out  their  responsibilities. 
Other  functions  that  currently  offer  a  continuous  learning  environment  do 
not  seek  to  penalize  staff.  For  example,  the  dod  Inspector  General’s  office 
requires  its  audit  staff  to  complete  80  hours  of  training  over  a  2-year 
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period.  A  grace  period  of  2  months  is  provided  for  staff  to  complete  this 
requirement  if  training  has  not  been  completed  at  the  end  of  the  2-year 
cycle.  In  the  acquisition  community,  the  plans  allow  for  waivers  to  be 
granted  if  a  staff  member  is  unable  to  meet  the  stated  standard  after  an 
initial  3-month  grace  period.  The  waivers  can  be  extended  for  an 
additional  2  years,  if  specified  conditions  are  met. 

In  addition,  dod’s  response  states  that  it  may  not  be  feasible  or  beneficial 
to  specify  training  requirements  for  all  financial  managers  at  all  levels.  The 
dfas  plan,  which  our  recommendation  addresses,  specifies  those  financial 
management  job  series  and  grade  levels  that  are  covered  by  the  plan.  The 
job  series  are  Accounting  (gs-510),  Auditing  (gs-511),  Budget  Analysis 
(gs-560),  and  Financial  Administration  and  Program  (gs-501).  The  grade 
levels  are  gs-7  through  Senior  Executive.  The  plan  states  that,  as  of 
July  1996,  these  job  series  and  grade  levels  include  nearly  5,500  positions 
at  dfas.  These  and  comparable  military  positions  are  generally  the  same  as 
the  key  financial  managers  included  in  our  surveys,  which  we  identified  in 
conjunction  with  dod. 

Further,  dod  did  not  fully  agree  with  our  recommendation  that  the  Under 
Secretary  of  Defense  (Comptroller)  develop  and  implement  a  formalized, 
structured  training  program  for  financial  management  personnel 
throughout  the  department  in  conjunction  with  the  dod  Chancellor  for 
Education  and  Professional  Development.  Rather,  dod  stated  that  dfas  will 
be  charged  with  developing  a  generic  plan  that  can  be  used  as  a  model,  but 
that  individual  organizations  should  be  allowed  flexibility  in  implementing 
the  career  management  plans.  While  it  is  appropriate  for  dfas  to  develop  a 
model  or  baseline  plan  for  dod’s  financial  management  staff,  the  role  of  the 
Under  Secretary  of  Defense  (Comptroller)  is  critical  in  both  the 
development  and  implementation  of  formalized,  structured  training 
programs  for  financial  management  personnel  throughout  the  department. 
Although  individual  organizations  may  have  to  tailor  such  programs  for 
the  specific  needs  of  their  staffs,  the  oversight  of  the  Comptroller  is  crucial 
to  ensure  that  such  training  is  consistent  and  as  current  as  possible 
throughout  the  department.  Moreover,  as  stated  in  the  report,  the  cfo  Act 
specifically  charges  agency  cfos  with  responsibility  for  overseeing  the 
training  of  personnel  to  carry  out  agency  financial  management  functions. 

In  addition,  regarding  our  recommendation  that  these  training  programs 
be  developed  in  conjunction  with  the  dod  Chancellor  for  Education  and 
Professional  Development,  the  Chancellor  would  not  be  able  to  carry  out 
the  responsibilities  defined  in  the  Secretary  of  Defense’s  1997  Defense 
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Reform  Initiative  if  he  or  she  were  not  involved  in  the  coordination  and 
administration  of  the  training  of  dod’s  financial  managers. 


This  report  contains  recommendations  to  you.  The  head  of  a  federal 
agency  is  required  by  31  U.S.C.  720  to  submit  a  written  statement  on 
actions  taken  on  these  recommendations  to  the  Senate  Committee  on 
Governmental  Affairs  and  the  House  Committee  on  Government  Reform 
and  Oversight  within  60  days  of  the  date  of  this  report.  You  must  also  send 
a  written  statement  to  the  House  and  Senate  Committees  on 
Appropriations  with  the  agency’s  first  request  for  appropriations  made 
over  60  days  after  the  date  of  this  report. 

We  are  sending  copies  of  this  report  to  the  Chairmen  and  Ranking 
Minority  Members  of  the  Senate  Committee  on  Governmental  Affairs;  the 
House  Committee  on  Government  Reform  and  Oversight  and  its 
Subcommittee  on  Government  Management,  Information,  and  Technology; 
and  the  Director  of  the  Office  of  Management  and  Budget.  We  are  also 
sending  copies  to  the  Director  of  the  Defense  Finance  and  Accounting 
Service;  the  Assistant  Secretaries  of  the  Air  Force,  Army,  and  Navy 
(Financial  Management  and  Comptroller);  and  to  the  Under  Secretary  of 
Defense  (Comptroller).  Copies  will  also  be  made  available  to  others  upon 
request. 

If  you  have  any  questions  about  this  report,  please  contact  me  at 
(202)  512-9095.  Major  contributors  to  this  report  are  listed  in  appendix  IV. 

Sincerely  yours, 


Jif 


Lisa  G.  Jacobson 
Director,  Defense  Audits 
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Scope  and  Methodology 


In  developing  the  information  for  this  report,  we  drew  upon  the  data 
gathered  and  summarized  in  each  of  the  individual  reports  on  the 
qualifications  of  financial  managers  in  the  Office  of  the  dod  Comptroller, 
the  Air  Force,  the  Army,  the  Navy,  and  dfas.  We  also  drew  upon  the 
information  gathered  from  our  audit  of  the  state  governments  and  private 
sector  companies  that  may  be  useful  to  dod  in  assessing  changes  needed 
to  enhance  its  financial  management  workforce.  The  audit  work  for  these 
six  gao  audits  was  performed  in  accordance  with  generally  accepted 
government  auditing  standards  from  June  1996  through  March  1998.  To 
supplement  the  earlier  reports,  we  obtained  information  from  each  service 
and  dfas  about  their  plans  to  augment  or  improve  the  qualifications  of 
their  financial  management  personnel.  We  also  reviewed  prior  audit 
reports  from  gao  and  the  dod  Inspector  General.  We  requested  written 
comments  on  a  draft  of  this  report  from  the  Secretary  of  Defense  or  his 
designee.  The  Under  Secretary  of  Defense  (Comptroller)  provided  us  with 
written  comments.  These  comments  are  reprinted  in  appendix  III  and  are 
discussed  in  the  “Agency  Comments  and  Our  Evaluation”  section. 

Our  recent  reports  covering  dod,  the  military  services,  and  dfas  focused  on 
those  military  and  civilian  personnel  that  fill  key  financial  management 
positions,  dod  and  military  service  officials  helped  us  identify  1,409  key 
financial  management  positions  to  be  included  in  the  surveys  out  of 
approximately  32,000  financial  management  positions  throughout  dod.  The 
positions  surveyed  most  often  included  comptrollers,  deputy  comptrollers,1 
and  budget  officers  from  the  military  services  and  accounting  and  finance 
managers  from  dfas.  Individually  prepared  responses  were  received  from 
884  (63  percent)  of  those  surveyed.  Table  1.1  shows  the  breakdown,  by 
agency,  of  the  population  of  financial  managers  and  of  the  respondents 
included  in  the  surveys.2 


Table  1.1:  Distribution  of  Population 
Survey  and  Respondents  by 
Organization 

Organization 

Population 

Respondents 

Response  rate 
(percent) 

DOD  Comptroller 

21 

19 

90 

Air  Force 

204 

173 

85 

Army 

301 

233 

77 

Navy 

306 

194 

63 

DFAS 

577 

265 

46 

Total 

1,409 

884 

63 

lThe  Army  uses  the  titles  resource  manager  and  deputy  resource  manager,  respectively. 

,2The  population  does  not  include  all  financial  managers,  such  as  those  in  the  various  defense  agencies. 
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For  state  governments  and  Fortune  100  companies,  we  requested 
information  on  the  qualifications  of  key  financial  management  personnel 
from  organizations  closest  in  size  and  complexity  to  federal  agencies. 
These  organizations  included  the  25  largest  state  governments  (based  on 
revenues  received  in  1993,  which  was  the  latest  available  information  at 
the  time  of  the  survey)  and  the  100  largest  private  corporations  in  the 
United  States  (based  on  1995  revenues  as  reported  in  the  April  29, 1996, 
issue  of  Fortune,  which  was  the  latest  available  issue  at  the  time  of  the 
survey),  commonly  referred  to  as  the  “Fortune  100.” 

For  the  state  governments,  surveys  were  sent  to  the  25  state 
CFo/Comptroller  offices.  The  1993  revenues  of  the  state  governments 
responding  to  our  survey  ranged  from  $10.8  billion  to  $108.2  billion. 
Responses  were  received  from  19  states,  including  18  state  comptroller 
offices  (or  their  equivalent)  and  67  operational  departments  within  19  of 
the  surveyed  states  (one  state  comptroller  office  did  not  respond  although 
one  of  its  departments  did  respond).  The  responses,  which  represented 
1,127  state  government  financial  managers,  were  prepared  and  submitted 
by  the  various  state  government  offices. 

For  the  Fortune  100  companies,  surveys  were  sent  to  the  CFo/Comptroller 
offices.  The  responding  companies  represented  nearly  all  major  industry 
groupings.  The  1995  revenues  of  the  private  sector  respondents  ranged 
from  $12.7  billion  to  $79.6  billion.  Responses  were  received  from  34 
Fortune  100  companies  and  from  54  divisions  or  subsidiaries  of  these 
companies.  The  responses,  which  represented  3,450  private  sector 
financial  managers,  were  prepared  and  submitted  by  the  various  corporate 
offices. 
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Federal  Financial  Accounting  Standards 


Number 

Title 

issue  date 

Effective  date 

1 

Accounting  for  Selected  Assets  and 
Liabilities 

March  30.  1993 

For  fiscal  years  ending  September  30, 
1994,  and  thereafter 

2 

Accounting  for  Direct  Loans  and  Loan 
Guarantees 

August  23, 1993 

For  fiscal  years  ending  September  30, 
1994,  and  thereafter 

3 

Accounting  for  Inventory  and  Related 
Property 

October  27,  1993 

For  fiscal  years  ending  September  30, 
1994,  and  thereafter 

4 

Managerial  Cost  Accounting 

July  31.  1995 

For  fiscal  years  beginning  after 
September  30,  1997 

5 

Accounting  for  Liabilities  of  the 

Federal  Government 

December  20, 1995 

For  fiscal  years  beginning  after 
September  30,  1996 

6 

Accounting  for  Property,  Plant,  and 
Equipment 

November  30, 1995 

For  fiscal  years  beginning  after 
September  30, 1997 

7 

Accounting  for  Revenue  and  Other 
Financing  Sources  and  Concepts  for 
Reconciling  Budgetary  and  Financial 
Accounting 

May  10, 1996 

For  fiscal  years  beginning  after 
September  30, 1997 

8 

Supplementary  Stewardship  Reporting 

June  11,1 996,  adopted  by  the 
principals 

For  fiscal  years  beginning  after 
September  30,  1 997a 

aExcept  for  the  consolidated  financial  report  of  the  federal  government. 
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Comments  From  the  Department  of  Defense 


Note:  GAO  comments 
supplementing  those  in  the 
report  text  appear  at  the 
end  of  this  appendix. 


UNDER  SECRETARY  OF  DEFENSE 
1  tOO  OFKEMSK  PENTAGON 
WP.SHfNU TON*.  DC  ^030 1  l  !00 


is 


Mr  I  Zfiftr,  L .  Itafcuv 

Assistant  Owopboltor  General 

Atw.r.rin*  inn)  Mujaptnicut  tfivis  \ou 

U.5,  Gsncwl  Accouniinc  Offu? 

Wtthhixton  »  U  205  >13 

l>csr  f  At.  Ilocfeinr. 


3s  Uc  Dep&imtri?  of  Defense  {DoO<  response  &:  r*ie  Griie m*  Account  Oflflw 
tfiAO)  itoft  fppon,  ‘  FINANCIAL  MANAGEMENT;  Iwmjt  of  HOD  Hrwwis!  Minuguis 
OAt  Or Enhanc'd." duted  May ‘I i .  jW^fGAOC:^9iR933/OSOCit>&  USW. 


agrees  whhih&^ssi?Ki  inmrtoioQ  prrowed  to  tocrcpoct  regatrifog 
providing  n  4*rGr*,£  trapfculs  ou  us  u  arans  of  uj?gtwteig  ‘viahttaa  iamyltd^  of 

coneot  tiooocoi  raowg^oco,  accocndcq.  mi wporttog  requ^menta.  Thr cnctourc  provides 
o<todt*Wj  fotarmAJion  r&CArdvnc  the  specify  An.nMiTitndatibn& 


HmrA  yea  tbrfiie  opcciionUy  10  eteccient  :>n  dip  tbof*  repw, 


Gwlcuutt 


^iDCCi'rJju 

-  r:  /  ; 

\!  41/ 

w  ^  -JxT^ 

MMtem  J. 

'•} 
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See  comment  1 . 


GAO  DR AFT  REPORT  DATED  MAY  21, 

<OAO  Code  WftQ.W  OSD  CASH  1625 

TWANOAL  MANAGEMENT:  TRAINING  01:  TO  FINANCIAL 
MANAGERS  OOCU)  El*i  ENHANCED* 

DFRARTMKOT  OF  DEFENSE  COMMENTS  TO 
THE  GAO  RECOMMENDATION  S 


A*  The  GAO  rstomnKTKfc'f  that  cht  Secretary  id1  utfeo-'c  or.  sure  that 
the  SeeAUiY  of  Defense  (C'rvr.H'h a) l cn’CFO )  m*J  the  Dhcc^v,  Detafw  Finanee  wri 
Accounting  5cr%  hv  <J>FAS,i  modify  »hi*  OF  AS  Finunebt  Mmiaucmem  Career  Df.vp!opniPj\l 
El to  iivtodc  the  fallowing 

Mmhmtm  awe.*!  twirls  iwwvinenN,  the  nAjority  of  which  should  be  in  teebmea! 
eecmmimg  v\  related  flnunc»4»I  nwttiigvment  inning  vtimsti. 

Key  ewopccwi-ics  :*soo;dcd  v:bh  fcooivkdpc  of  accounting  concepts,  $ocb  *s  the 
$  eaten  ts:u  of  Federal  Vbwtaal  Acawirtcg  SwrnorcN  and  Joint  Fijwmncl  Mooocccmn 
fmpovsrncro  Program's  s/jrtenw  rftgufccnttiil*  for  ali  f>oI>  fttMiual  nuMHgmncnt  job  stt te> . 

—  A  spwfir.  eunrculium  dwt  provides  a  linfcege  between  genera!  ccvrw  yihJA-.r  vibjeei 
itrcns  :■>  jipetirfc  miiidnc  anuses  ibot  c  an  be  cn  o:ud n  an  idemided  orttprtcocy 

Piucsctara  to  ensure,  that  both  »vn  him.?  ami  ourrei/i  financial  ocon^e  rmnrt  ,-fiirl  afiiw 
nMf.vjirt  competencies  25-2WGAO  Draft  Import; 

f>uf>  RESPONSE:  T'ertCHRy  erotic.  The  Ueperoocr.t  gertccolly  agtee^  with  dm 
r^wnmeinbiMim  tail  tecfucsts  that  the  fbst  bade!  he  changed  \r>  and  ‘’nuTirnnnri  4i>neai 
training  yust/’  uutea d  of  ’ndnonum  aiwal  hiring  requhrmhaisv'  ]  racking  Aitteoemcnt  of 
required  trtmipj?  and  levying  (vpaldcs  for  nc,>  marling  rcquireir^ms  would  hr.  ea;rr;ociy 
diffcidc  to  kttplmerH,  Addtiuocdly.  factors  $cch  ks  a  loot:  of  twining  fends  i:xj*  impede  *m 
EMpinyteV  ability  to  attain  a\\  reqehed’'  i  rawing  within  a  specified  pm  tod.  Fenhe  r.  while  tt 
nay  be  possible  to  specify  rvuri?*#  retjelreniejit?  for  wray  tir»r*r*t!4l  fliwiugemcat  job  series  k  jr 
nwy  mH  be  feasible,  or  buiU/oU)  to  do  so  hvall  finaneiu!  mMULg&mottl  iob  series  fo?  .iU 
grade  fovofv. 
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See  comment  1 . 


:V[30_K  >:  The  GAO  nvouiov-rubd  thnr  ihr  Secretary  of  Defense  erovre  HnK 
ihe  I'lub-r  Sccnrtaty  :*}’  Defense  ( Comp ‘ roher/C  rO)  develop  aod  taipfeiocac  o  <\vir,di'*:d 
sttirtuatf  !ndoing  proer*ir>  tor  tironcinl  msnn^pmcnc  personnel  throughout  »bc  Oeroruococ 
»hM  takes  into  arcou:*!  ibe  DFA5  T:«»Mi«5lM4n<ftg^i>&at  Purer  Dctclnpinent  Plan  nod  those 
K'ctKKtts  tlMi  are  cbhcr  loufemy  w  pbrwxl  bt  the  totfcttry  s-entes.  The  GAO  f«or»e: 
iV-ommwtiM  that  tins  pi^raiii  tit  developed  ht  conjunction  wth  the  Dol)  Chm&lfai  tut 
Education  s*r»d  Profcsskwl  Dcvek'pp'jev..  (p;?fv<i4(l  l)mt:  Ktpor?) 

POD  RESPONSE:  Partially  concur.  WAS  #*i)t  he  raked  tn  develop  a  generic  plan  thnt  cun 
he  used  a:-  n  joodd  and  baseline  foe  Mibwry  tb  parotic  ot  or  Defense  Agency  unique  career 
OrtpagHuerp  phots  This  plan  will  provide  o  valuable  tool  to  gnkb  dir  Mifecy  Dcpavtciumia 
ami  IXfcose  Aecocfcs  In  opdacm?  siWKbrde  for  a  highly  tinned  wd  qiotifud  workforce. 
UjtfwxnKvii  i»t  o*  nanreuihniid  AtmI'mcs  m<0  work  prCtV»s&s  wilt  Iv  nreogru/td  and  flirribiKrv’ 
wit)  he  rikwed  m  impferoentaricn  nf  ww  vpawgGnwt*  pto,  A  standard  plan  thv  does 
not  Htvomn;oda»o  d«?  D^nuoneot's  itiffrroot  orgaofeattond  s>roc».ures  and  needs  v.dl  n»n  serve 
«» improve  the  quality  of  our  ftwjeid  onotagsTOCot  vo deforce. 
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The  following  is  gao’s  comment  on  the  Department  of  Defense’s  letter 
dated  June  16, 1998. 


GAO  Comment 


1.  Discussed  in  the  “Agency  Comments  and  Our  Evaluation”  section  of  the 
report. 
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